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AMERICAN WOMAN'S SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS 
AMERICAN SOCIETY OF WOMEN ACCOUNTANTS
Trend of the Federal Budget By Harold W. Moorhouse
Tax News By Tennie Crews Leonard, C.P.A.
Coast-to-Coast By Virginia Thrush
Idea Exchange By Phyllis Haan
What’s New in Reading By Dorris C. Michalske
• When you are asked to recommend an 
accounting course, the educational back­
ground of the International Accountants 
Society, Inc., will give you complete confi­
dence. The five men composing our Execu­
tive Educational Committee are respon­
sible for IAS educational policies and activ­
ities. The sixteen Certified Public Account­
ants composing the IAS Faculty prepare 
text material, give consultation service, or 
grade examination papers. Some give full 
time, others part time, to IAS work. Our 
Advisory Board consists of forty outstand­
ing Certified Public Accountants, business 
executives, attorneys, and educators, who 
counsel with the IAS Management, on 
request, about technical accounting, edu­
cational, and business matters.
The uniformly high caliber of these men 





Practicing Certified Public Accountant; Member of Faculty, International Accountants 
Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, American 
Society of Certified Public Accountants; Former President, Executives Club of Chicago.
THOMAS W. LELAND 
B.A., M.A., C.P.A.
DEXTER S. KIMBALL 
M.E., LL.D., D.Sc.
Head, Department of Business and Accounting, Texas A. and M. College; Past President, 
American Accounting Association; Former Educational Director, American Institute of 
Accountants; Past President, Texas Society of C.P.A.'s; Editor of "Contemporary Account­
ing.”
Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechan­
ical Engineers; author of "Cost Finding,” "Industrial Economics,” and other textbooks.
LEE GALLOWAY
B.Sc., Ph. D.
Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chair­
man, Board of Directors, The Ronald Press Company; Former Director, Department of 
Management, New York University; author of "Office Management” and other textbooks.
STEPHEN GILMAN
B.Sc., C.P.A.
Educational Director, International Accountants Society, Inc.; author of "Accounting Con­
cepts of Profit,” "Analyzing Financial Statements,” "Principles of Accounting,” "What 
the Figures Mean,” and numerous technical articles on accounting and allied subjects.
Stanley E. Beatty, C.P.A.
Robert Dick, C.P.A.
Roy E. Duvall, C.P.A.
George P. Ellis, C.P.A.
FACULTY
C. W. Emshoff, C.P.A. James W. Love, C.P.A. G. E. Taylor, C.P.A.
Stephen Gilman, C.P.A. Paul H. Moore, C.P.A. J. G. Terry, C.P.A.
Robert H. Gregory, C.P.A. Frank H. Murray, C.P.A. Harry H. Westphaln, C.P.A.
C. E. Hoglund, C.P.A. Kenneth E. Oakley, C.P.A. Earl R. White, C.P.A.
Additional information about this training will be sent to you in booklet form, on request.
’ INTERNATIONAL ACCOUNTANTS SOCIETY, INC.
A Correspondence School Since 1903
209 WEST JACKSON BOULEVARD
CHICAGO 6, ILLINOIS
When writing to advertiser kindly mention THE WOMAN C. P. A.
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EDITORIAL
Grateful acknowledgment is made to 
Zosia Edwards, vice president of Chicago 
chapter ASWA, and to Process Color Plate 
Co., Incorporated, for cuts used in repro­
ducing the photographs of national officers 
of the two societies in this issue.
LEGISLATION
Jean Colavecchio, AWSCPA legislative 
chairman (see back cover for address) 
asks members of both societies to watch 
their local papers for news of legislation or 
proposed legislation affecting accountants 
and to forward clippings of such items to 
her for appropriate action by the legislative 
committees.
The appeal of the Bercu case will probably 
be argued before the New York State Court 
of Appeals early in April.
CONGRATULATIONS
Heloise Brown, immediate past president 
of AWSCPA, has been appointed by the 
American Institute of Accountants to be 
an official delegate to the First Inter-Amer­
ican Conference on Accounting in San 
Juan, Puerto Rico, May 18-22.
Elizabeth Peck, a member of AWSCPA, 
was recently elected to the City Council of 
Meridan, Mississippi.
DETECTION OF IRREGULARITIES
For a dozen examples of things to watch 
out for in an audit, read The Wily Wilby, 
an article in the January 1st and January 
8th issues of The New Yorker about an 
exceedingly cool and painstaking embezzler 
who duped a great many people but still 
failed to achieve the perfect crime.
NEW CHAPTERS
ASWA is doing a roaring business in new 
chapters: San Diego, Louisville, and Hol­
land, Michigan.
Copyright, 1949, by American Woman’s
* * *
The priceless ingredient of tact is sin­
cerity. Change your oil, Mister?
DANGEROUS WORDS
Much may be said about the tone of re­
ports and the methods of expressing such 
delicate matters as criticisms, defalcations, 
etc.
The accountant must, unfortunately, cri­
ticize-—and, in practice, it is found that the 
mildest words of criticism can release un­
told furies. On this account alone the ac­
countant’s training in the use of words 
will pay off a hundredfold. We cannot with­
hold important truths, however unpalatable 
they may be, but we can make our criticisms 
and recommendations in as inoffensive a 
manner as is consistent with truthfulness.
Such words and phrases as errors, mis­
takes, time is wasted, shortages, careless­
ness, etc., are fightin’ words and it is well 
to learn early in life harmless but effective 
substitutes for them. The impersonal atti­
tude is what counts. Instead, for instance, 
of saying that “John Jones made false en­
tries in the books and abstracted the funds,” 
if we say that “entries for cash collections 
appear in customers’ accounts for which no 
corresponding entries appear in the cash 
book,” we shall be on infinitely safer ground. 
After all, that’s all we know, isn’t it?
And we could spoil our welcome in an 
office by saying that “too many accounts 
are carried in one ledger and consequently 
a great deal of time is wasted in looking for 
errors at the end of the month.” The same 
thought could be expressed with less edge 
in this manner: “Much of the checking in­
cident to balancing could be eliminated if 
the accounts were divided into several sec­
tions with a controlling account for each 
section.”
Jennie M. Palen
Society of Certified Public Accountants.
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IDEA EXCHANGE
PHYLLIS M. HAAN, Grand Rapids, Michigan
TRY THIS WHEN ADDRESSING 
ENVELOPES!
In addressing envelopes on the type­
writer, for a neat job always turn back the 
flap and then feed the envelope into the 
typewriter with the gummed side of the 
flap against the back of the rubber paper­
cylinder or platen.
You will find this eliminates the irregular 
typing surface that would otherwise be 
present if the envelope were fed into the 
typewriter with the flap folded under. You 
will also find that the line-space mechanism 
will respond more efficiently because of the 
smoother gliding surface thus provided.
If it is a quantity job you are engaged 
in, do not immediately on the completion 
of the city-and-state line for the addressee, 
twirl the cylinder knob to flip the envelope 
from the machine. You can easily make 
this operation do double duty.
From a stack of blank envelopes—ar­
ranged with flap turned back, gummed side 
down, and lower envelope-fold to the edge 
of the table towards you, and placed to the 
left of your machine—with your left hand 
pick up the top envelope. Place it against 
the rubber feed-roll as directed in the 
first paragraph.
Now use your right hand to twirl the 
knob, and your left to steady the new 
envelope. In one operation the completed 
envelope will be released from the machine 
and the next envelope will be ready in 
writing position.
MULTIPLE USE OF RECORDS
Original records should be used for as 
much work as possible because each duplica­
tion at a later operation involves time and 
creates the possibility of errors or addi­
tional cost in verifying the duplicated rec­
ords. A few examples:
Time tickets may be used for accumulat­
ing earnings and for labor distribution.
Carbon copies of invoices may be used for 
sales analysis, accounts receivable posting, 
computing commissions. Incoming invoices 
may be used for purchase distribution. 
Branch or department reports, designed to 
permit the use of summary board, may be 
used to compile summary statistics. Many 
original records may be utilized for multiple 
purposes if made with extra copies. Where 
such records do not lend themselves to 
multiple uses it is often possible to create 
unit or auxiliary records in the form re­
quired, as a by-product of creating the 
original document—for example, statistical 
media as a by-product of invoicing.
STATEMENT BALANCES
Transferring a statement balance as the 
account becomes active for the first time 
during the month, instead of transferring 
all balances at the beginning of the month, 
has two important advantages:
1. It spreads the work during the month.
2. It saves needless operations where 
accounts are paid in full before there 
are charges for the current month.
PENCIL ECONOMY
A paper cigarette holder makes an ex­
cellent pencil extender. Fitting the regu­
lation size pencil, more pleasant to the 
touch than metal, and lighter than other 
extenders or even than the pencil itself, it 
makes the utilization of short pencil lengths 
a pleasure.
• The Woman CPA is published bi-monthly 
in the interest of accounting, and the progress 
of women in the profession.
While all material presented is from sources 
believed to be reliably correct, responsibility 
can not be assumed for opinions or for inter­
pretations of law expressed by contributors.
Published by
American Woman’s Society 
of Certified Public Accountants 
and
American Society of Women Accountants 
342 Madison Ave., New York 17, N. Y.
Subscription Price—$1.00 Annually
Collier’s offers the information that the 
Federal Security Agency has on its rolls an 
estimated 925,000 names whose owners are 
eligible for old-age and survivor’s pensions, 
but are not drawing them because they 
haven’t applied. Under the law the initia­
tive is up to the claimants. $483,000,000, 
says Collier’s was paid out last year to 1,- 
975,000 beneficiaries.
Entered as second-class matter December 19, 1945, at the Post Office at New York, N. Y., under the Act of March 3, 1879.
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TAX NEWS
TENNIE C. LEONARD, C.P.A., Memphis, Tennessee
The 1949 Revenue Act
Leaders in the 81st Congress have an­
nounced that they are in no hurry to take 
up proposed changes in the tax laws, pre­
ferring to wait until nearer the close of 
the current fiscal year that the country’s 
financial situation may be reviewed. In the 
meantime, individual members have intro­
duced at least six bills in the House and 
two in the Senate, ranging from a proposal 
to reimpose the excess profits tax repealed 
in 1945 to the recognition, for tax purposes, 
of family partnerships based on a gift. The 
form of the 1949 Revenue Act is still too 
indefinite to encourage speculation, but the 
experts seem sure that the small corporation 
is most likely to retain present advantages 
in any event.
Capital Gains of Radio Stars
Not that we have any inside information 
on the Amos ’n Andy ruling by the Bureau 
of Internal Revenue, nor on the Treasury’s 
refusal to rule on the Jack Benny Affair, 
but solely because every tax commentator 
in America is surmising on these subjects 
in print, we want those readers who rely 
on The Woman C.P.A. for current tax gossip 
to hear about it too.
It seems that one day when the high­
brows in the Bureau were being more naive 
than usual, some smart tax practitioner sug­
gested that the Amos ’n Andy radio pro­
gram about to be sold was just full of 
capital assets, gain on the sale of which 
would be taxable at capital gain rates. The 
s. t. p. obtained a ruling that the sale of the 
rights to use the name, characters, scripts, 
plots, slogans, as well as the radio, tele­
vision, screen, and stage rights of the Amos 
’n Andy show would be taxable at capital 
gain rates.
Probably the Bureau wasn’t prepared for 
the indignant protests of ordinary taxpay­
ers who pay ordinary rates on compensation 
received in less sizable checks, nor for the 
demands for investigations by headline­
conscious chairmen of Congressional com­
mittees. The Bureau hadn’t even foreseen 
the rush of radio stars, headed by Jack 
Benny, to obtain similar tax-saving rulings. 
It was too late to recall the Amos ’n Andy 
ruling but the Bureau did the next most 
expedient thing—it announced (Press Re­
lease S-952, 1-3-49) that “proposals of radio 
artists and others to obtain compensation 
for personal services under the guise of 
sales of property cannot be regarded as 
coming within the capital gains provisions 
of the Internal Revenue Code.”
Tax gossipers generally seem to believe 
that Benny may ultimately pay less than 
ordinary tax rates on at least part of his 
sale price. He had actually sold his stock 
in a corporation that produces his radio 
program. Our own guess is that some 
internal revenue agent will disallow the 
capital gain feature of the Amos ’n Andy 
sale and let the Courts prove again what a 
slender reed to lean upon is a Bureau ruling. 
Couzens, 11 BTA 1040.
We are tempted to speculate on the form 
personal service contracts may take in the 
future if radio artists’ present tax plans 
should prevail. Edgar Bergen is reported 
to be planning the sale, at a large increase 
over the purchase price, of an ingenious 
hardwood gadget (commonly called charlie 
mccarthy) used in his trade or business, 
and then agreeing to display the depreciable 
asset, for a modest sum, on his knee. We 
may even expect to hear that burlesque 
queens are selling unique and highly per­
sonalized G-strings for far more than 
original cost, and then contracting to dis­
play and activate the capital asset just sold, 
accepting a reasonable compensation for 
“personal services actually rendered” there­
after.
The Interest on Nothing is Nothing
In struggling with the complexities of 
taxing statutes, regulations, and precedents, 
both the courts and tax practitioners fre­
quently get so confused that they overlook 
simple axioms which might point to the 
solution of the problem. It is refreshing 
when the courts do hark back to funda­
mentals, as did Judge Goodrich of the Third 
Circuit Court of Appeals in the case of 
Seely Tube and Box Company vs. John E. 
Manning, as Collector of Internal Revenue 
for the Fifth District of New Jersey, de­
cided December 20, 1948.
The petitioner was entitled to a refund 
of 1941 income taxes by reason of a carry­
back of 1943 losses. The Commissioner had 
assessed a deficiency for the year 1941, 
which had been paid with interest, but the 
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carry-back wiped out the deficiency and 
created an overassessment. In keeping with 
the practice of the Treasury Department, 
the Commissioner retained, out of the 
amount to be refunded, the interest on the 
“potential” deficiency which had existed 
until offset by the carry-back. The District 
Court, 76 Fed. Supp. 937, had upheld the 
Commissioner, but in reversing the District 
Court, Judge Goodrich decided “. . . that 
the interest on nothing (what the taxpayer 
owed) is necessarily nothing.”
This CCA-3 decision will bring relief to 
many taxpayers who have losses carried 
back to prior years. In our own experience 
we had a taxpayer whose net deficiency over 
the four years examined was less than half 
the amount of interest assessed on “poten­
tial” deficiencies.
Relief for Black Market Operators
The Commissioner of Internal Revenue 
announced, I. T. 3724, that amounts paid 
in excess of 0. P. A. prices were held not 
allowable, either as a part of cost of goods 
sold, or as a business expense deduction in 
computing Federal income taxes.
But in the case of Lela Sullenger, 11 
TC—, No. 127, the Tax Court held that the 
Commissioner had exceeded his authority, 
that the 16th amendment permits the taxa­
tion of income, not gross receipts, and that 
income is what remains after cost of goods 
sold is deducted from sales prices. While 
this case cannot be relied upon to sustain 
deductions for above-ceiling prices paid for 
business expenses, it probably can be used 
as authority for obtaining allowance for 
wage and salary payments made in contra­
vention of limitations under the Emergency 
Price Control Act if such payments were 
made for direct labor, the cost of which 
would enter into the cost of goods sold.
More Section 722 Difficulties
Those who are struggling with claims for 
relief under Section 722 may be interested 
in, if not encouraged by, this bit of gossip. 
The Commissioner has recently circulated 
an unpublished ruling within the Internal 
Revenue Service, aimed at taxpayers who 
were found to be guilty of “restraint of 
trade practices” during the base period. 
This applies to taxpayers who entered nolo 
contendere pleas as well as those who were 
found guilty.
In effect, the Commissioner assumes 
that the base period earnings of such tax­
payers, rather than being abnormally low, 
were actually higher than they should have 
been and relief will be denied except in cases 
where an unusually strong showing is made. 
This ruling has been applied to all Section 
722 claimants who were members of the 
Southern Pine Lumber Industry and pre­
sents an interesting, if superficial, argument 
in support of the Commissioner’s contention 
that the Southern Pine Lumber Industry 
was dying, rather than being temporarily 
depressed, or in the lower segment of a 
cycle during the base period.
The Commissioner assumes that the In­
dustry’s recovery during the base period 
from the extreme low of the early thirties 
was the result of illegal trade practices, 
and that no profits would normally have 
been earned during the base period except 
those from illegal practices.
The Commissioner has recently thrown 
another brick at the Lumber Industry by 
refusing to allow excess profit credit carry­
backs resulting from the application of 
Section 117 (k). The Bureau contends that 
Section 117 (k) is a special credit which 
the statute allows, and that the credit may 
not be used to reduce the tax of a previous 
or subsequent year. The Courts will un­
doubtedly have an opportunity to rule on 
these questions.
More Reasonable Compensation Cases
When the officers of a corporation own 
all of its stock, the Bureau is likely to 
examine salaries paid as to reasonableness. 
Mentioned by some of the tax services 
as another taxpayer’s victory in reasonable 
salary cases is that of Grogan Mfg. Co., TC 
Memo No. 10465, decided in December, 1948, 
one of our own cases.
The officers of the corporation, and their 
families, owned practically all of the capital 
stock. The Commissioner offered evidence 
that salaries paid officers in the taxable 
years involved exceeded compensation paid 
by competitors in those years. The Tax 
Court held that the fact that the officers 
had drawn small salaries from 1934 to 1940, 
and had paid fair dividends, entitled them 
to substantial increases in the later years, 
under Lucas v. Ox Fibre Brush Co., 281 
U. S. 115.
Along the same line was the case of 
National Alloys Co., TC Memo No. 14928, 
where the taxpayer paid no dividends, but 
the salaries of officers were held to be 
reasonable in the light of the results pro­
duced and the salary rates prevailing in the 
industry.
Every great advance in science has issued 




VIRGINIA THRUSH, Toledo, Ohio
ATLANTA
W. E. Green, cashier of Traveler’s Insur­
ance Company, spoke before the study group 
in December on the subject Office Comfort. 
The dinner speaker for the same meeting 
was Winfield Firman, personnel director 
at Davison’s, whose subject was Efficient 
Office Personnel Administration.
Virginia Wood, national director of 
ASWA and past president of Atlanta Chap­
ter, as chairman of the Alumnae Committee 
directed a very successful series of Career 
Conferences at Agnes Scott College recently. 
Jennie M. Palen of New York, editor of 
The Woman C.P.A. and past president of 
AWSCPA, delivered the keynote address 
before the student body in Presser Hall on 
the morning of January 12. Her intensely 
interesting and inspiring talk on account­
ancy was followed by informal conferences 
held at Alumnae House the three following 
evenings on public relations, the professions 
and business. The student response to the 
conferences was especially pleasing and the 
conferences, together with Jennie Palen’s 
visit to Atlanta, afforded women account­
ants and accountancy a great deal of ex­
tremely worthwhile publicity.
CHICAGO
Grace May, one of the few women selling 
stocks and bonds, spoke at the November 
meeting on Investments—Securities. Miss 
May is associated with Ames, Emerich Co., 
Inc.
Gifts for children at the Maywood Chil­
dren’s Home was the project of the chapter 
for December. Two members of the Home’s 
staff were guests of the meeting.
CLEVELAND
Secretary Linnea Saukkonen gave an ad­
dress at John Adams High School during 
Vocational Conference Week. Her topic 
was Bookkeeping with emphasis upon the 
accumulation of labor costs.
The Upson School Mothers’ Choral Group 
entertained with a program of Christmas 
songs at the December social meeting.
DETROIT
Retail Accounting was the topic of an 
address given by Robert L. Williams, CPA, 
at the November meeting. Mr. Williams 
has had a varied career in the field of 
accounting and is now supervisor with the 
Detroit Office of Lybrand, Ross Bros. & 
Montgomery.
A public relations meeting was held in 
January with Donald M. Russell as a 
speaker. Mr. Russell, associated with Ly­
brand, Ross Bros. & Montgomery, discussed 
the balance sheet, its proper approach and 
understanding.
LOS ANGELES
Business and pleasure were combined at 
the December meeting. Russell Bock, CPA, 
manager of the tax department of Ernst & 
Ernst, spoke on The 1948 Revenue Act and 
Current Tax Trend. His address was fol­
lowed by a gift exchange and entertainment.
MUSKEGON
Wesley DeLong, of the firm Maihofer, 
Moore and DeLong, spoke at the December 
meeting on The Revenue Act of 1948 and 
answered the many questions presented in 
the discussion period which followed. 
Games, stunts, gift exchange, and enter­
tainment under the chairmanship of Billie 
Klont followed the discussion period.
Psychological Testing was the subject of 
an address by Grace Harris, Muskegon 
Senior High School counselor, at the Novem­
ber meeting.
NEW YORK
Members of the chapter were guests of 
the International Business Machines Cor­
poration in November. After three repre­
sentatives of the corporation had given in­
teresting talks on the uses of the various 
machines, members were given a demon­
stration of the machines.
SAN FRANCISCO
James Hammond, CPA, partner of Skin­
ner & Hammond, spoke at the November 
meeting on the subject The Ethics of the 
Public Accounting Profession.
Mary Lanigar was chairman of the 
Christmas party which was held December 
15. Members brought gifts for girls be­
tween the ages of 12 and 18 who are under 
the jurisdiction of the Senior Probation 
Officer in San Francisco.
SPOKANE
Highlight of the November meeting was 
a talk on Democracy in Action by Mr. Wey­
mounth McGrew.
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Two changes have been made in the chap­
ter’s constitution: one to the effect that 
members will be dropped if they fail to 
attend four consecutive meetings without 
an acceptable excuse; the other allowing the 
payment of dues in two installments.
TERRE HAUTE
Cleo Barbarick, special agent for the 
Prudential Insurance Company, gave her 
reasons for choosing the insurance profes­
sion at the October meeting. The Public 
Relations and Membership dinner was held 
in November, with Blanch E. Fuqua, a 
recent visitor abroad, speaking about her 
recent experiences.
TOLEDO
The chapter’s November meeting was 
held with the local chapter of NACA. The 
speaker, Professor Wm. A. Paton of the 
University of Michigan, stressed the impor­
tance of the role which accountants must 
play during this inflationary period.
Robert L. Floyd, tax specialist with 
Wideman, Madden, Dolan and Company, 
summarized the 1948 Tax Act in December.
NEW ASWA MEMBERS
New members of ASWA are welcomed
by the following chapters: Chicago: Valerie 
Yudell, Mary Boulton, Pearl Mary Lupien, 
Ruth Meyer, Flora E. Morgan, Fredericka 
T. Bullard, Helen McGillicuddy, June 
Trader, Edwina Baskin. Cleveland: E. 
Marie Walzer, Alma Marie Shea, Irene 
Kellz, Pauline Matrick, Isabel Hamilton. 
Columbus: Jane Baldwin. Grand Rapids: 
Eleanor Gildersleeve, Lucille Billings, G. 
Daryl Rice, Helen K. Uren, Ruth McCormac, 
Mary Smith, Dorothy Armantrout, Theresa 
Cryderman, Marie McGowan. Indianapolis: 
Evangeline Booker, Elizabeth Jane Calkins, 
Helen May Knox (Junior Member). Los 
Angeles: Lucille Oakes, Mildred Border, 
Mabel Currier. Muskegon: Dorothy Wisch, 
Mildred A. Rochon, Ruth Echman, Anna 
Marie Kueny. New York: Sylvia Leibowitz, 
Marion Margaret DeBring, Julia Mary 
Andreach, Eva Lazorik, Laura McLeod. 
San Francisco: Dorothy McKenna, Mary R. 
Sitzenstatter, Jean Kerr, Mariam Louise 
Ashby, Anna Theresa Lhuillier, Margaret 
Ann Pugh, Katherine Geisbeck, Helen I. 
Baskfield. Seattle: Doris Parks, Florence 
DeVille, ell B. Gould, Jean Elliott, Hazel 
L. Milbourn, Mildred St. Clair. Terre 
Haute: Annis Snow, Grace Morris, Manettia 
Rinker. Toledo: Marie Brunsman, Rachael 
Cooper, Harriet McCully, Betty Wollerman, 
Mary Corey, Margaret Vieth (Jr. Member).
Jean Neil of Terre Haute, second vice president 
and publicity chairman of ASWA, was treasurer last 
year and has served also as director and membership 
chairman. She is a past president of Terre Haute 
chapter. After nine years public accounting expe­
rience she is now with the Cole Auto Co.
Edith Moore, second vice president of AWSCPA, 
served as secretary during two prior years and is 
this year chairman of the award committee. She has 
been employed in public accounting practice since 
1943 in the office of J. H. Hardy, CPA, Chattanooga.
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Margaret Lauer of New Orleans, treasurer of 
AWSCPA, has served previously as vice president, 
director and membership chairman and has been a 
member of AWSCPA since its inception. She has 
conducted a public accounting practice in her own 
name since 1937.
Vera Jean Bobsene, treasurer of ASWA, was last 
year director and award chairman. She is also a 
past president of Los Angeles chapter. For six 
years she has been secretary-accountant for M. H. 
Whittier Company, Ltd., oil producers.
Mary Stith of Richmond is secretary and year­
book chairman of AWSCPA, having been previously 
director and membership chairman. She has had 
experience in private industry, as field auditor for 
the Social Security Board, cost auditor for the War 
Department, and internal revenue agent. She now 
conducts her own accounting practice.
Gertrude Hunkin, secretary of ASWA, is a charter 
member of the Cleveland chapter, which she has 
served in many capacities. After experience in ac­
counting departments of a lumber company, a savings 
and loan institution and a railroad appliance com­
pany, she now renders accounting services at Station 
WGAR and is secretary to its treasurer.
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The special qualification of Dr. Harold W. Moorhouse for 
writing on the subject of the federal budget will be evident 
from a reading of the list of posts he has filled.
At present professor of economics at the University of 
Georgia, he has served Oklahoma A. & M. College as dean 
of the School of Economics and Northwestern University as 
lecturer in economics. He has been vice-president of Poofs 
Financial Services (now merged as Standard & Poor's Corpo­
ration) ; special economist for Trunk Lines Railroads in hear­
ings before the Interstate Commerce Commission; and princi­
pal economist for the United States Department of Agriculture.
This scholarly and provocative article on a subject of great 
importance was the text of a talk before the Atlanta chapter 
of the American Society of Women Accountants.
TREND OF THE FEDERAL BUDGET
By HAROLD W. MOORHOUSE, Professor of Economics, University of Georgia
While my subject is limited to the federal 
budget, I wish first to indicate a comparison 
of this budget with state and local budgets. 
Going back 35 years to 1913, just prior to 
World War I, federal expenditures were 
$0.7 billion, expenditures of all states $0.4 
billion, and all local bodies including coun­
ties, cities, school districts, etc. $1.6 billion. 
By 1939, shortly before World War II, these 
sums had grown as follows: federal, $8.4 
billion; state, $3.3 billion; local, $5.5 billion. 
Currently the figures are estimated at $40.2 
billion per year for the federal government, 
$7.8 billion for all state governments and 
$9.0 billion for local governments. Govern­
mental budgets now add up to $57 billion 
with the federal share comprising almost 
three-fourths of the total.
The foregoing data emphasize the startl­
ing increase in federal expenditures and 
the relatively smaller rise in the other 
two groups. The federal budget reflects an 
approximate rise of 375 per cent over 1939, 
compared with 135 percent for the states 
and 60 percent for local governments. The 
war is the major cause of the steep ascent 
of federal outgo.
The highest annual federal expenditures 
in connection with World War I came to 
$18.5 billion in the fiscal year 1919. The 
lowest ensuing figure was $3.5 billion in 
1927. In 1945 our Government spent $100 
billion, the top figure in any one year to 
the present date. We had hoped to see the 
federal budget reduced to $20 billion by 
this time, which would have represented 
about the same percentage decline as after 
the first World War. Instead, we are now 
spending around $40 billion and this sum 
is due to be increased during the next fiscal 
year.
On January 10 the President sent the 
fiscal 1950 Budget Message to Congress. I 
have summarized the estimated expendi­
tures and receipts showing a comparison 
with fiscal 1949. The President did not 
include in the receipts the $4 billion addi­
tional revenue which he had requested in 
his State of the Union Message on January 
5. The budget as presented reflects a deficit 
of about $1 billion. If new legislation pro­
vides another $4 billion, presumably $3 bil­
lion will be available for the “substantial” 
surplus and “substantial” retirement of the 
federal debt which the President said he 
wanted. I have not included in the follow­
ing table $2 billion which would be received 
from added social security taxes if the rates 
are raised in line with the President’s 
recommendation. Such revenue would be 
allocated to the social security trust fund 
and would not affect the budget.
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Fiscal Fiscal
Estimated Federal 1950 1949
Expenditures $ Billion
National defense ...............  14.3 11.7
War veterans............. ........ 5.5 6.8
Interest on debt ..........  5.5 5.3
International aid___ ____ 6.7 7.2
Sub-total (due to war).. 32.0 31.0
General activities .............. 7.5 7.2
Social welfare, health 
and security ..........  2.4 2.0
Total ......................   41.9 40.2
Fiscal Fiscal
Estimated Federal 1950 1949
Receipts $ Billion
Direct tax on individuals.. 19.8 19.3
Direct tax on corporations 12.3 11.7
Excise taxes....................  7.9 7.7
Social security taxes ....... 3.3 2.6
Customs .......    0.4 0.4
Miscellaneous .......   1.7 2.3
Sub-total____________  45.4 44.0
Deduct appropriation to
OASI Trust Fund____  2.4 1.8
Deduct refunds of receipts 2.1 2.7
Net total ...... .. ......... ... 40.9 39.5
Direct federal taxes on individuals 
totaled $2.4 billion in 1939; in fiscal 1950 
they will be about $20 billion. At first 
blush this astonishing increase reflects a 
staggering burden. There is another side 
to the picture. Incomes of all individuals 
combined now equal about $211 billion 
compared with $73 billion in 1939. After 
deducting the $20 billion taxes, this total 
income shows a gain of 173 percent above 
prewar income after taxes. Meanwhile, 
prices of cost of living items have risen 
only 72 percent.
Corporations are doing all right, too, in 
spite of the lamentations heard in high 
business places. While corporate taxes have 
increased from $1.5 billion in 1939 to a 
prospective $12.3 billion (at present rates) 
in fiscal 1950, corporate income after taxes 
reflects an increase of 330 percent, which 
is a much greater rise than in the prices 
of the new equipment they must buy or the 
additional plants they may wish to con­
struct. Some corporations complain that 
profits are reported higher than they should 
be because the Internal Revenue Bureau 
does not permit adequate depreciation 
charges for tax purposes. That did not 
prevent the U.S. Steel Corporation from 
establishing in 1948 a large contingency 
reserve above the amount allowed for tax 
purposes. If more companies had followed 
the leadership of U. S. Steel, high reported 
profits might not be subject to such severe 
current attack. Some corporations claim 
that their large reported profits in 1948 are 
due to gains in value of inventories and 
shrinkage is now in prospect. It does not 
appear that prices for the full year 1948 
rose enough to make such profits generally 
significant. Perhaps many corporations 
should change their inventory accounting 
practices. Is not the “last in first out 
(Lifo)” method of inventory accounting a 
satisfactory solution to prevent distortion 
of inventory value fluctuations?
Taxation is a constructive force in our 
economic life. Can we put prejudice aside 
and see the silver lining in taxes? The 
tax money is repaid to us very soon after 
collection. A great part of it is distributed 
as wages and salaries, another large seg­
ment as interest, and a large sum to and 
in behalf of war veterans. Some of it builds 
our highways. Taxes are returned to us 
in the form of income or as valuable prop­
erty for our use. We cannot be made poor 
paying taxes to ourselves or converting 
them into equipment to serve and protect 
us. Even the money expended for interna­
tional aid provides domestic employment 
and expands business profits.
In the cities, grumbling may be heard 
because the Government appropriates a few 
hundred million dollars to support farm 
prices. If that policy were not in effect, 
cotton might fall to fifteen cents very 
quickly. The South would not be happy if 
that should happen. Farm prices are sub­
ject to sudden and extreme fluctuations. 
Farm purchasing power is second only to 
federal purchasing power in potential 
ability to sustain industrial activity at 
satisfactory levels. Depressions are expen­
sive. The depression of the thirties cost as 
much in curtailed production as our present 
national debt of $250 billion. If the farm 
price support program is applied with varia­
tions to discourage continuing excess out­
put of any agricultural product, permitting 
gradual adjustment into lines of production 
which are not being overdone, it is my 
opinion that the principle of price support 
is essential to the national welfare, and the 
tax money so utilized represents an infini­
tesimal cost compared with the losses to all 
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of us which would be the alternative conse­
quence.
Our superficial objections to expanded 
social security are much the same. We 
look at the tax cost rather than contem­
plating the sustaining power of spendable 
income placed in the hands of those who 
are sub-standard buyers of the products of 
our farms and factories, which require this 
additional market in order to continue oper­
ations at a profit. We do not like depres­
sions. We do not like taxes. Which is 
least to our liking? A tax may and should 
be productive. The gasoline levy has built 
our highways. Would we give up our high­
ways ? Statesmanship in taxation can make 
a significant contribution to enduring pros­
perity.
Never before in the history of our coun­
try have we been so strategically situated, 
in my opinion, to combat successfully the 
dangerous and extreme fluctuations in eco­
nomic activity which we call boom and 
bust, inflation and deflation. Inflation and 
deflation are defined as major changes in 
the price level due to an increase or decrease 
in the supply and turnover of money. Our 
present opportunity to bring more stability 
to business activity is due partly to the 
significant size of the federal budget, and 
partly to the large volume of U. S. bonds 
held by the commercial banks.
First, regarding the influence of the 
budget. The sustaining purchasing power 
of federal revenue flowing back into the 
incomes of corporations and individuals is 
almost double the buying power of the 
entire farm population for both consumer 
and capital goods. This expenditure by the 
Government is assured. We do not fear 
that federal revenue will be hoarded. 
“Buyers’ resistance” is not expected from 
that source. Never before in peacetime 
have we possessed such a solid foundation 
to support business activity.
The present situation in regard to com­
mercial banks is very important also in its 
bearing upon boom and bust—inflation and 
deflation. It is general knowledge that the 
checks drawn on demand deposits comprise 
our principal money. Pocket money is the 
small change of commerce. Bank deposit 
money—almost all of it—is created by bor­
rowing from the bank. When you and your 
banker put your heads together and agree 
on a loan, you and the bank create money. 
Corporations and governments borrow from 
banks just as you do, and when that happens 
there is more money with which to make 
purchases. This borrowed money remains 
on the books as a credit to someone until 
the loan is paid and an offsetting debit 
destroys the credit or the money. We all 
understand that it was the huge borrowing 
by the Government from commercial banks 
during the war which caused such a tremen­
dous expansion in the money supply. We 
understand, also, that when we have more 
and more money which we spend and re­
spend, prices advance. During the war 
prices were subject to legal controls; when 
the controls were removed price adjust­
ments, in line with the huge new money 
supply, made up for lost time. Inflation hit 
us suddenly and hard.
In my opinion, present prices are fairly 
well adjusted to the increased money sup­
ply, and for a while at least I do not think 
that additional money will be borrowed into 
existence at a rate to cause further inflation. 
In fact some decline in prices has started. 
The main influence which is most likely 
to cause continuing decline is not a notice­
able decrease in the money supply through 
payment of loans at the banks, but rather 
a retardation in the use of the money. 
Failure to spend our money at the normal 
rate has the same effect as to decrease its 
supply. With prices starting to fall, buyers 
may wait and wait in the hope and expecta­
tion of lower and lower prices. With the 
present large money supply, a small decrease 
in the rate of its use can have a sizable 
effect upon prices. However, I would not 
expect a price decline this year to be too 
serious or too prolonged. There are many 
factors which will exert a sustaining in­
fluence.
All this by way of introduction to an ex­
planation of the present basic soundness of 
our principal money, namely, demand de­
posits, most of which has been borrowed 
into existence by the Government. As a 
result of federal borrowing, banks hold 
many more U. S. bonds than promissory 
notes of individuals and corporations. U. S. 
bonds will be paid off very, very slowly; 
therefore to the extent our money supply 
rests upon these bonds it will not be subject 
to drastic reduction which would mean ex­
treme deflation. U. S. bonds as a basis of 
our money supply are now more than twice 
as important as loans made by corporations 
and individuals. In 1929 they were less 
than one-fourth as important. From 1929 
to the depression low more than one-half 
of the loans to corporations and individuals 
were either written off as losses or their 
payment was forced by the banks. A large 
share of our money supply disappeared into 
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thin air as these checkbook credits were 
debited. If that happened now, the pre­
ponderant proportion of U. S. bonds sup­
porting the money supply would prevent 
any such extreme results as occurred in the 
depression of the thirties.
Since we have a money supply based on 
debt—and we are committed to that prin­
ciple—it is highly desirable, in my opinion, 
for the Government to be the major debtor. 
The size of the federal indebtedness to the 
banks gives to the Government, through 
the Federal Reserve Board of Governors 
and the Treasury Department, an oppor­
tunity to exert a stabilizing influence upon 
our money supply and its use. Business 
activity can be influenced to operate within 
reasonable limits. Our goal is not com­
plete equilibrium. The normal expectation 
would be for economic activity to proceed 
in waves, to reach the height of boomlets 
and fall only to recession levels. It should 
be possible to avoid the extremes of boom 
and depression. As a result of the federal 
budget which is not likely to be small ever 
again, and the U. S. bonds in the portfolios 
of banks where they will continue in large 
volume probably for an indefinite period, 
the Government has the means at hand to 
avert both booms and busts of such drastic 
nature as to bring disaster. They have 
seemed so inevitable that it is difficult to 
adapt our thinking to the changes in the 
foundation of our money supply and the 
new influence of its larger flow through the 
federal treasury.
A huge national debt and high taxes may 
prove to be great benefactors. We must 
live with them for many, many years. We 
can gripe about them or become their 
friends and appreciate the fine service they 
are rendering to us. I may be hoping for 
too much from the agencies at Washington 
such as the President’s Council of Economic 
Adversers, the Federal Reserve Board of 
Governors and the Treasury Department, 
to which we look for leadership in debt, tax 
and economic policies. Political pressures 
may nullify the efforts of men of high 
abilities, integrity and conscience who are 
serving in these key governmental posts. 
Our citizenship has more economic under­
standing than twenty years ago. That will 
help. The least we can do is to believe that 
the trend of national affairs is in the right 
direction, and work to consummate our 
belief.
* Through December, 1948
** Through November, 1948
Membership increase . 100 121 25 98 43 16 61 98 87 226 71
Attendance ................. 269 224 197 244 367 294 197 426 220 235 205 204 266
Publicity:
Local ........................ 225 290 360 150 290 195 135 40 45 100 85 10 110
National ........... 100 50
Feature and technical 150 10 15 200
Local bulletin ......... 50 50 60 50 50 50 60 70 50 60 30 10 50
Programs ................... 125 100 75 125 125 125 125 125 50 125 75 75 125
Advance organization . 70 100 70 70 85 70 100 85 100 85
Idea exchange ........... 10
Study group ............... 50
CPA certificate ......... 200 100 100
Annual budget........... 25 25 25 25 25 25 25 25 25 25 25 25
Board minutes ........... 150 125 125 100 150 125 175 125 100 150 75 75 125
Monthly award reports 100 100 75 100 125 175 150 75 125 150 100 50 100
Pub. relations programs 50 50
Special programs....... 50
Scholarship................. 100
Speakers furnished . . . 125 25 50 25 25
Radio activities ......... 20 25  
Other activities ......... 65 25 35 225 25 100
Total ........... 1,454 1,135 1,292 964 1,310 1,152 1,188 1,011 1,161 1,353 882 650 957
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WHAT'S NEW IN READING
DORRIS C. MICHALSKE, Cleveland, Ohio
AUDITING PROCEDURE, by P. E. 
Bacas, CPA; A. H. Rosemkampff, CPA; and 
William Wider, CPA. (The Ronald Press 
Company, New York, 1948. 625 pages.)
The aspiring junior in a public account­
ing firm will find Auditing Procedure a 
source of practical information on the duties 
expected of him in his humble position. 
The purpose of the book is to explain to the 
junior accountant the routine procedures of 
the public accounting office, and to acquaint 
him with the experiences he will encounter 
during his training from junior to senior 
public accountant. The processes of examin­
ing the accounts of a client and the prob­
lems commonly met are described in detail, 
together with practical solutions to these 
problems, drawn from the experiences of 
the authors. The text does not go into the 
specialized problems of public accounting 
such as insurance, stock brokerage, etc.
In the revised edition, the authors have 
assumed that the reader already has had 
an extensive background in accounting 
theory. The more experienced public ac­
countant will be interested in the considera­
tion given to modern developments in audit­
ing procedure and the discussion of the 
recommendations of the American Institute 
of Accountants.
THE BENEFICIARY IN LIFE INSUR­
ANCE, a publication of The S. S. Huebner 
Foundation for Insurance Education, edited 
by David McCahan. (University of Penn­
sylvania Press, Philadelphia, 1948. 250 
pages.)
This book comprises a series of lectures 
given under the auspices of the Foundation 
by a group of outstanding authorities in 
the life insurance field. The lectures are 
built around a central theme, the impor­
tance of the beneficiary, whose potential 
needs must be considered at all times.
Court decisions and recent legislation 
concerning life insurance have created new 
problems and trends that must be studied 
by those who advise on programming life 
insurance or on estate planning. Of the 
subjects presented, accountants will be es­
pecially interested in the thorough discus­
sions of business liquidation insurance and 
optional settlements, the taxation of life 
insurance proceeds, and the effect of taxes 
and other factors in programming life in­
surance to meet the needs of the beneficiary.
HOW TO USE YOUR IMAGINATION 
TO MAKE MONEY, by James D. Woolf and 
Charles B. Roth. (Whittlesey House of 
McGraw-Hill Book Company, Inc., New 
York, 1948. 253 pages.)
Here we have another book on how to 
achieve the most tangible indication of 
success, a large bank account. This can 
be attained by you, the authors maintain, by 
the simple process of using your imagina­
tion in business, without inhibitions, after 
you have acquired and analyzed all per­
tinent facts. The combination of a bit of 
Dale Carnegie philosophy and many Horatio 
Alger stories of successful business men 
and women who used their imagination 
does, however, make entertaining reading. 
And who knows? The reader may even be 
inspired to “open his eyes to the morning 
sun” and turn his imagination to profit.
NEW SONG IN A STRANGE LAND 
by Esther Warner (Houghton Mifflin Com­
pany, Boston, 1948. 302 pages.)
Daily, the floor of Esther Warner’s home 
was polished to a dazzling brilliance by two 
native servants who tied old blankets to 
their feet and danced wildly over the floor 
while the yardboy banged on a Kpuesi 
drum of monkey skin. This was only one of 
the unique methods of African housekeep­
ing that the author was introduced to in 
Liberia, West Africa.
She had come with her husband, Bob 
Warner, who was sent as a research botan­
ist to one of the Firestone rubber planta­
tions thirty miles from the capital of Mo­
ravia. With the belief that there was an 
undiscovered wealth to be found in the cul­
ture of the Liberians, the author set out 
to become acquainted with, and to study 
the art, handicrafts, and legends of the na­
tive tribesmen. She was well qualified for 
this undertaking, being an artist herself, 
and shows the ability not only to find, but 
to describe the beauty and weirdness of the 
tribal rituals she witnessed.
Her adventures, including an extraordi­
nary trip for two months into the bush 
country with no one but her native carriers, 
are related with humor and a surprising 
insight into native thinking. Added inter­
est is given to the text by Jo Dendel’s hand­
some decorations.
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PUBLIC ACCOUNTING and C. P. A. TRAINING
Intensive Preparation for State C.P.A. Examinations
ACCOUNTING THEORY AND PRACTICE
An organized study of American Institute 
and other examinations by major classi­
fications—
Partnerships • Miscellaneous Adjustments 
Bankruptcy and Receiverships
Application of Funds
Distribution of Income and Expense 
Cost and Inventory Valuation 
Depreciation and Amortization 
Consolidations • Foreign Exchange 
Municipal Accounting
Estates and Trusts • Mathematical
Problems
Installments, Consignments, Brokers, etc.
AUDITING
LaSalle's text in Auditing Procedure and 
Comprehensive Auditing Quizzer and An­
swers based on recent American Institute 
examinations.
Examination of Financial Statements by In­
dependent Public Accountants—a summary 
of audit recommendations published by the 
American Institute of Accountants.
Critical grading of recent Institute exam­
inations and solutions as prepared by La­
Salle's Higher Accountancy Department.
COMMERCIAL LAW
LaSalle's text in Business Law and Com­
prehensive Law Quizzer and answers based 
on recent American Institute examinations. 
Critical grading of recent Institute exam­
inations and solutions as prepared by 
LaSalle's Law Department.
FEDERAL INCOME TAX PROCEDURE
Based on systematic study of Manual of 
Federal Income Tax Procedure, a com­
prehensive text illustrating complete in­
dividual and corporation returns, revised 
annually.
REFERENCE LIBRARY
Applied Principles of Accounting
Cost Accounting Procedure
Auditing Procedure
Accounting Systems—Their Design and 
Installation
Business Law
Corporate Organization and Management 
Manual of Federal Income Tax Procedure
SPECIAL LECTURES
Social Security Legislation and 
Administration
The Robinson-Patman Act and Its 
Administration
Treatise on Bankruptcy for Accountants
CONSULTATION SERVICE
An unrestricted privilege of direct corre­
spondence with C.P.A. staff members on 
personal problems relating to the C.P.A. 
examination, and other accounting and 
business problems.
CONTINUED COACHING—without extra 
expense. In case you fail to pass the C.P.A. 
examination after completing this training, 
LaSalle will continue coaching you—with­
out any charge—until you do pass it.
GET FREE BOOKLET "C.P.A. EXAMINATIONS AND HOW TO PREPARE FOR THEM"
This 75 page booklet covers facts about the various examinations and how to pre­
pare, how to take the examination. It is very valuable to anyone planning to take the 
examination in the U. S. or Canada. It will be sent—without charge—to any account­
ant on request, together with a fuller description of our C.P.A. Coaching service.
Address inquiries to Dept. H-994
LaSalle Extension University
A Correspondence Institution
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